
304.3-242   Certification of insurer's loss and loss adjustment expense reserves --
Filing requirement -- Exemptions.

(1) As used in this section, a "qualified loss reserve specialist" means a person who is
not a director, principal, or direct or indirect owner of an insurer and is a member in
good standing of the Casualty Actuarial Society, and the American Academy of
Actuaries, and who has been approved as qualified for signing casualty loss reserve
opinions by the Casualty Practice Council of the American Academy of Actuaries,
or has other experience acceptable to the executive director to assure a professional
opinion on the adequacy of loss and loss adjustment expense reserves.

(2) The board of directors of every insurer authorized to transact property or casualty
insurance and required to file an annual statement with the executive director
pursuant to KRS 304.3-240 shall engage a qualified loss reserve specialist to certify
the adequacy of the insurer's loss and loss adjustment expense reserves. The report
shall be filed with the annual statement required by KRS 304.3-240.

(3) The statement of opinion required by this section shall consist of at least the
following information:
(a) Identification of the qualified loss reserve specialist;
(b) Identification of the subjects on which the opinion is to be expressed and a

description of the scope of the qualified loss reserve specialist's work;
(c) An expression of the qualified loss reserve specialist's opinion with respect to

the subjects required to be described in paragraph (b) of this subsection; and
(d) Additional information which the qualified loss reserve specialist considers

necessary to state a qualification of opinion or to explain any aspect of the
annual statement which is not already sufficiently explained in the annual
statement.

(4) It shall not be necessary to file the report required by this section in the following
instances:
(a) An insurer that has less than one million dollars ($1,000,000) total direct plus

assumed written premiums during a calendar year, or that has less than one
thousand (1,000) policyholders or certificate holders at the end of a calendar
year. An insurer which intends to utilize this exemption shall submit a letter of
intent to the insurance regulatory official in its domiciliary state no later than
December 1 of the calendar year for which the exemption is to be claimed;

(b) An insurer which is under rehabilitation, liquidation, or any other delinquency
proceeding ordered pursuant to a statutory provision, unless ordered to make
the report by the insurance regulatory official in its domiciliary state;

(c) An insurer writing property insurance only if the exemption is agreed to by the
insurance regulatory official in the insurer's domiciliary state; or

(d) Filing the report would constitute financial hardship, which is presumed to
exist if the projected reasonable cost of the report would exceed the lesser of:



1. One percent (1%) of the insurer's capital and surplus reflected in the
insurer's annual statement for the calendar year for which the exemption
is sought; or

2. Three percent (3%) of the insurer's net direct plus assumed premiums
written during the calendar year for which the exemption is sought as
reflected in the insurer's annual statement filed with the insurance
regulator official in its domiciliary state.

Effective: July 14, 1992
History:Created 1992 Ky. Acts ch. 386, sec. 2, effective July 14, 1992.
Legislative Research Commission Note (6/20/2005).  2005 Ky. Acts chs. 11, 85, 95, 97,

98, 99, 123, and 181 instruct the Reviser of Statutes to correct statutory references to
agencies and officers whose names have been changed in 2005 legislation confirming
the reorganization of the executive branch. Such a correction has been made in this
section.


